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PERSPECTIVES 


ie 


LARGE SUPPLIES, WEAK PRICES... it’s a grimly familiar tune, but USDA economists 
say it will probably be the dominant theme for at least another season. In their first supply- 
demand forecasts of the summer, analysts outlined crop prospects for the 1985/86 marketing 
year. If the outlook holds, the coming year will offer little, if any, relief from agriculture’s 
financial stress. 


Large crops abroad are part of the problem. Global production is expected to remain well 
above levels of use during the year ahead. The United States continues to face intense compe- 
tition from other suppliers at the same time that output is expanding in many importing na- 
tions. On the home front, production may drop for wheat and cotton, and domestic demand is 
expected to increase modestly for corn and soybeans—but not enough to offset new supplies 
entering the market. Analysts predict that stocks of major U.S. farm commodities will be 
larger at the end of the 1985/86 season than they were at the beginning, and prices may aver- 
age even lower, hovering around loan rates. 





Of course, the fall harvest is still a few months away, and the late-summer drought of 1983 
is a reminder of how rapidly and dramatically the picture can change. Projections will be re- 
vised as the season progresses. Meanwhile, here’s a summary of USDA’s mid-July forecasts 
for corn, wheat, soybeans, and cotton: 


Corn plantings are up almost 3 million acres from 1984 plantings, and production this year 
may top 8 billion bushels. That’s happened only twice before—in 1981 and 1982. Although 
domestic use is projected to rise some during the 1985/86 corn marketing season, it’s a good 
bet that exports will drop. At the end of the season on September 30, 1986, we may be left 
with stocks totaling around 2.2 billion bushels, up from 1.2 billion at the start of the season 
and the second largest carryover on record. Given this rather bleak outlook, economists are 
projecting 1985/86 season-average prices in the range of $2.45-$2.65. Prices in the current 
season should average around $2.65—nearly 60 cents below the average price for 1983/84. 








Wheat plantings are down about 3 million acres from 1984, and U.S. production may drop 
around 200,000 bushels to a projecied 2.4 billion. Foreign production, however, is expected to 
rise slightly, and U.S. exports are forecast to drop by a few hundred thousand bushels. Do- 
mestic use may drop, too. As a result, economists have projected ending stocks for May 31, 
1986, at slightly above 1.5 billion bushels, an all-time high. No surprise that prices will re- 
main in a slump—the season average may fall between $3.20 and $3.40 per bushel, probably 
below the already-depressed 1984/85 average of $3.38. The 1983/84 average price was $3.53. 





Soybean plantings are down more than 4 million acres from last year, but higher yields could 
mean a somewhat larger harvest. Production is forecast at around 1.9 billion bushels, com- 
pared with 1984’s 1.86 billion. Both domestic crushings and exports might rise slightly, but 
trade demand will be constrained by record-breaking world output of oilseeds. U.S. season- 
ending stocks for August 31, 1986, are now pegged at 390 million bushels, up 100 million 
bushels from stocks at the beginning of the marketing year. Farm prices for 1985/86 soybeans 
are forecast at $5.25-$5.95 per bushel. Prices for the current year should average about 
$5.85—nowhere near the $7.81 average for 1983/84. 





Cotton plantings are down almost a half-million acres from 1984, and production may drop 
roughly a half-million bales if yields are on trend. U.S. mill use, however, could decline, and 
exports are likely to drop sharply—perhaps by 25%. Weak demand is cotton’s problem both 
here and abroad. U.S. stocks may build to about 7 million bales by summer 1986, the end of 
the 1985/86 cotton marketing year. That would represent a 70% increase from ending stocks 
for 1984/85. USDA is prohibited by law from publishing cotton price projections, but there is 
little hope of price strength in 1985/86 based on current prospects. Cotton prices have dropped 
from an average of 66.4 cents a pound in 1983/84 to an estimated 58.7 cents for the first 8 
months of 1984/85. 
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Tax Reform: How Will 


Farmers Fare? 


ower taxes. Higher taxes. Will most 

farmers pay Uncle Sam more or less 
under tax simplification? What farming op- 
erations will be most affected? And how 
about continued investment in farming by 
nonfarmers? Will new tax laws encourage 
or discourage it? 


These questions are just the beginning. 
There's no doubt that farmers will ask many 
more over the next few months as the Ad- 
ministration’s tax plan and several alter- 
native tax simplification proposals are ana- 
lyzed, debated, possibly altered, and 
ultimately accepted or rejected by Con- 
gress. 


Perhaps the one proposal that has cap- 
tured the most attention so far is the Pres- 
ident’s tax reform plan. 


If its original provisions stand, farmers as 
a whole could find themselves somewhat 
better off, according to USDA's Ron Durst, 
a tax attorney and economist with the Eco- 
nomic Research Service. Durst has just 
completed a preliminary analysis of the 
proposal’s impact on farming. The good 
news is that most farmers—an estimated 
three out of four—will find themselves in 
the lowest tax bracket of 15 percent, Durst 
says. Currently, only about half pay at that 
rate or below. 


The pian offers fewer tax brackets and lower 
rates to individuals and businesses in ex- 
change for the elimination of a variety of 
deductions and exclusions, Durst explains. 
The key, he says, is to weigh what's lost 
against what's gained—and that’s where 
any simplification plan can get a bit com- 
plicated. 


Major provisions that will affect farmers are 
the repeal of income averaging and in- 
vestment tax credits; longer depreciation 
periods; changes in the capital gains treat- 
ment of depreciable property and livestock; 
and the delay of tax deductions for devel- 
opment costs. 


First, the provisions that would be cut out- 
right: 


@ income averaging, which allows tax- 
payers to average their incomes over 4 
years, has been beneficial for individuals 





HOW DO THE LAWS DIFFER 

FOR INDIVIDUALS? 
Current Law Proposed Law 

Tax Rates 15 brackets, ranging from 3 brackets—15%, 25%, 
11% to 50% 35% 

Personal Exemptions $1,040 each for taxpayer, $2,000 each for taxpayer, 
spouse, dependents spouse, dependents 

Zero-bracket amount $3,540 on joint returns; $4,000 on joint returns; 
$2,390 on single returns $2,900 on single returns 

IRA-contribution limit $2,000 for employed tax- $2,000 for employed tax- 
payers; $250 for nonwork- —_ payers; $2,000 for non- 
ing spouses working spouses 

Long-term capital gains 60% of a capital gain is 50% of a capital gain is 
excluded from taxation; excluded from taxation; 
20% maximum tax 17.5% maximum tax 

Indexing Applies to zero bracket Same as current law 


Home mortgage interest 
Other interest 


State and local income tax 
General sales tax 

Real property tax 
Personal property tax 
Charitable contributions 
Medical expenses 


Child-care expenses 


Two-earner-couple 


exclusion 


Political contribution credit 


amount, exemptions, tax 
tables 


Deductible 


Deductible 


Deductible 

Deductible 
Amount in excess of 5% 
of adjusted gross income 
deductible 

Credit against taxes per- 
mitted 

Up to 10% or $3,000 on 


the first $30,000 of lower- 
paid spouse’s earned in- 
come 


A credit of up to $100 per- 
mitted 


Deductible for primary 
home only 


Deductible to $5,000 
over investment income 


Not deductible’ 
Not deductible’ 
Not deductible’ 
Not deductible’ 
Same as current law 
Same as current law 


Changed to a deduction 
from income 


None 


None 





‘Taxes associated with the farm business continue to be deductible. 


whose incomes fluctuate widely from year 
to year. “A small percentage of farmers 
would be affected by loss of this option,” 
Durst says. Among those who might miss 
income averaging are farmers whose in- 
comes are growing rapidly each year or 
those who have a good year following sev- 
eral years of low income. 


@ The investment tax credit would also be 
eliminated. It currently allows farmers (and 
other businesses) to subtract from their tax 
bills 6 to 10 percent of the amounts invested 
in new facilities and equipment. 


Changes in other provisions are not as dra- 
matic. “In many cases, deductions have not 
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FOR FARM BUSINESSES? 
Current Law Proposed Law 
Corporate tax rates 15% to 40% of first 15% to 25% of first 
$100,000; 46% thereafter $75,000; 33% thereafter 
Long-term capital gains = hier bom ea 50% of a capital gain is 
excluded from taxation; excluded from taxation; 
20% maximum tax; breed- 17.5% maximum tax; 
ing and dairy cows are eli- breeding and dairy no 
gible for capital gains longer eligible for capital 
treatment gains treatment, and sales 
are treated as ordinary in- 
come 
investment tax credit 6% to 10% credit on new None 
investments 
Depreciation Accelerated Cost Recov- Indexed; write-off periods 
ery System—write-off pe- are 4 to 7 years for equip- 
is aro 3 and CHEN T ment, 28 years for gen- 
equipment and 18 years eral-purpose farm struc- 
for general-purpose farm tures 
structures 
Cash versus accrual Cash accounting for most Cash accounting system 
accounting farmers required for farmers who 
have gross sales under $5 
million; Accrual accounting 
system for farmers who 
have gross sales over $5 
million 
Development costs Immediate tax deductions Development expenditures 


Income averaging 


Farm real estate and 
personal taxes 


for development expendi- 
tures 


Permitted 
Deductible 


for assets with a prepro- 
ductive period of 2 years 
or longer must be capital- 
ized (i.e. delayed until fu- 
ture years when such 
costs will be added to the 
base price of the expendi- 
ture. Examples: calf or or- 
chard) 


Not permitted 
Deductible 





been eliminated, but simply delayed,” Durst 
explains. He outlines the highlights: 


Capital gains treatment of land and other 
investment assets will change in two ways: 
the amount excluded and those assets 
qualifying for capital gains treatment. 
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Under current rules, 60 percent of the gain 
is excluded from taxation. Under the pro- 
posed rule, only 5C percent would be ex- 
cluded. However, this change in the exclu- 
sion percentage should be considered within 
the context of changes in tax rates. The 
top marginal tax rate under the proposal is 
35 percent, compared with the current top 





In many cases, deductions 
have not been eliminated, 
but simply delayed. 





rate of 50 percent. Thus, the maximum ob- 
ligation on a capital gain would be reduced 
from 20 percent (a 50-percent tax rate on 
the 40-percent nonexciudable portion of the 
Capital gain) to 17.5 percent (a 35-percent 
tax rate on 50 percent of the capital gain). 


Take, for example, a farmer who buys an 
acre of land for $10,000 and later sells it 
for $20,000. The capital gain is $10,000. 
Under current law, 60 percent of this is 
excluded from taxation, so $4,000 is tax- 
able. If the farmer is in the top marginal tax 
bracket of 50 percent, the tax obligation 
would be $2,000. In effect, the farmer is 
paying 20 percent of the total capital gain 
of $10,000. 


Under the tax reform proposal, only 50 per- 
cent of the gain would be excluded. Al- 
though $5,000 would be taxable, the top 
marginal tax rate would be 35 percent. Thus, 
the tax bill would be 35 percent of $5,000, 
or $1,750—just 17.5 percent of the total 
gain. 


For farmers not in the top tax bracket, how- 
ever, some would pay less on capital gains 
than they do now, and some would pay 
more. It depends on the change in their 
marginal tax rate under the tax reform pro- 
posal. 


More significant to some farmers may be 
changes in the provisions defining the in- 
vestments that qualify for capital gains 
treatment. Under the proposed rules, sales 
of breeding cattle and dairy cows would no 
longer be eligible for long-term capital gains 
treatment. The sales price would be simply 
taxed as ordinary income. It’s no mystery 
why this provision would disturb some pro- 
ducers. The marginal tax rate on a capital 
gain would range from 7.5 to 17.5 percent, 
while ordinary income would be taxed at 
higher rates of 15 to 35 percent. 


Does this provision translate into higher 





Under the proposed rules, sales of breeding cattle would no longer be eligible for long-term capital gains treatment. 
The sales price would be taxed as ordinary income. 


taxes for the average dairy ‘and livestock 
producer? 


“Not necessarily,” Durst says. “Although 
the individual provision would increase the 
producer's taxes, you must also consider 
what proportion of total income comes from 
the sale of breeding or dairy cattle. Then 
you would have to weigh that against a 
potentially lower tax rate on the majority of 
income.” 


Depreciation rules lengthen the deprecia- 
tion period for equipment from 3 and 5 years 
to 4 to 7 years. Some farm buildings would 
be depreciated over 28 years, rather than 
the current 18 years. 


In other words, it would take farmers more 
time to write off, or recover, investment costs 
of machinery or buildings. 


Could this provision mean a slowdown in 
sales of buildings or new equipment? Ini- 
tially, it might, Durst admits, “but, in the long 
run, the tax proposal could increase the 
growth rate of the economy and raise farm 
investment.” 


While the depreciation rule spreads the al- 
lowable deduction over a longer period, 


6 


these deductions would be indexed for in- 
flation. 


In effect, Durst says, indexing would partly 
compensate for the elimination of the in- 
vestment tax credit and the lengthening of 
the depreciation period. 


He offers the example of a farmer who pur- 
chases a farm tractor for $10,000. Assum- 
ing a 5-percent rate of inflation, the indexing 
of depreciation deductions would permit the 
farmer to deduct a total of $11,190 over 
the 6-year write-off period for farm tractors. 


Development cost provisions currently al- 
low farmers to claim immediate tax deduc- 
tions for such expenses as caring for new 
orchards and vineyards until they reach 
bearing age, and also for the costs of rais- 
ing dairy, draft, breeding, or sporting live- 
stock. The proposed plan would require that 
these costs be capitalized—added to the 
cost or basis of the asset, to be claimed in 
later years as tax depreciation deductions, 
or subtracted from the sales price to obtain 
the taxable gain. 


Again, Durst emphasizes, the deduction is 
merely deferred, not eliminated. 


Eliminated and delayed deductions trans- 
late into fewer tax-shelter advantages, which 
is one aim of the tax reform, Durst points 
out. 


Many nonfarmers have invested in farming 
because of income-sheltering opportuni- 
ties. Experts generally agree that tax-loss 
farming has encouraged an overproduction 
of some crops and livestock. Eliminating 
even some overproduction could be the be- 
ginning of bringing the farm economy into 
better balance, Durst says. 


However, all is not serene in the country- 
side. There are some farmers who would 
end up paying more. According to Durst, 
“the new plan is likely to increase the tax 
payments of certain kinds of farms—mostly 
farms which have benefited greatly from 
some provision of current law that would 
be eliminated or reduced under the tax re- 


— 


form plan.” () 


[Based on information provided by econ- 
omist and tax attorney Ron Durst of the 
National Economics Division, Economic 
Research Service.] 
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Taking Aim at Sodbusting 





H ow significant is the sodbusting 
problem? Where is it occurring, and 
how much acreage is involved? 


Heimlich: That partly depends on the def- 
inition of sodbusting. The term was origi- 
nally applied to the Great Plains and was 
used to identify the practice of converting 
rangeland into crop production. Actually, 
the conversion of land to crops occurs in 
all regions of the United States, and the 
proposed sodbuster provision would apply 
throughout the country. 


What do we know about cropland con- 
version rates? 


Heimlich: One important source of land use 
data is USDA's 1982 National Resources 
Inventory. It tells us that, between 1979 and 
1981, more than 11 million acres were con- 
verted to cropland from pasture, rangeland, 
forestiand, and other uses. The average 
was about 3.7 million acres a year. Of 
course, around 4.2 million acres were con- 
verted out of cropland during the same 3- 
year period, so the net annual conversion 
rate of land into cropland was actually 2.3 
million acres a year. 
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“Given today’s large surpluses and weak 
markets, there are strong feelings that 
Uncle Sam shouldn't be subsidizing far- 
mers to bring more land into production.” 


About half of the new cropland went into 
row crop production, especially corn and 
soybeans. Another quarter or so was con- 
verted to the production of close-grown 
crops, primarily wheat. Other uses were 
summer fallow, hay crops, and so on. 


And erosion is a problem on this land? 


Heimiich: All land erodes to some extent, 
but erosion is usually worse on cropland 
than on pasture and rangeland. Certain 
crops are more erosive than others. Row 
crops, corn for example, are typically more 
erosive than close-grown or sod crops, such 
as wheat and hay. Erosion rates also de- 
pend on the climate, the soil type, the lay 
of the land, and the cultivation practices 
used by the operator. 


In 1982, more than 90 million tons of soil 
were eroded by wind and water on the 11 
million acres of land converted to crops 
between 1979 and 1981. The average ero- 
sion rate of 8.1 tons per acre per year was 
only slightly higher than the average rate 
for all U.S. cropland. Our evidence shows 
that fewer conservation practices were used 
on the new cropland than on existing crop- 
land, but a greater proportion of the new 





cropland was planted to the less erosive 
crops. 


Where is all this converted acreage lo- 
cated? 


Heimlich: The largest proportion of con- 
versions were in the Corn Belt. Roughly 2 
million acres were brought into crop pro- 
duction in the Corn Belt, and that’s about 
20 percent of the total acreage converted 
nationwide. The northern Great Plains was 
second, with 1.5 million acres converted to 
cropland, or 14 percent of the U.S. total. 


It sounds as if we should be more con- 
cerned about the Corn Belt than the Great 
Plains. 


Heimlich: Not necessarily. If you convert 
pasture to crops in the Corn Belt, the land 
can be back in pasture in 1 or 2 years. The 
land is more fertile, and the climate is far 
more tolerant of plants, which help protect 
the soil from erosion. If you plow up grass- 
land in the Great Plains, it may take many 
years—perhaps 30 to 50 years in some 
cases—to get the land back into grass. 


Is that why sodbusting is often asso- 
ciated with dryland wheat farming in the 
western Plains? 


Heimlich: That's one reason, sure. Let's 
say the land is converted, and after a few 
years the operator no longer finds it prof- 
itable to plant. The soil will remain bare for 
a very long time, and bare soil blows or 
washes away. 


As it’s now written, the Administration's 
sodbuster proposal applies only to fu- 
ture land conversions, so why are we 
talking about the past? 


Heimiich: Partly because it is difficult to 
predict future land conversions, and be- 
cause much of the concern arises from what 
has already happened. This sodbuster pro- 
posal wouldn't affect past conversions, but 
we can look back to the recent past to get 
some idea of how serious the problem is 
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“There are those who believe 
that the current proposal 
just doesn't go far enough.” 





and how effective a sodbuster law might 
have been if it had been on the books dur- 
ing those years. 


How effective would it have been? 


Heimlich: Keep in mind, first, that the cur- 
rent sodbusting proposal is aimed only at 
highly erodible land. Most of the 11 million 
acres converted to cropland during 1979- 
81 would not be considered highly erodible. 


Why not? 


Heimiich: Most of this land simply isn't highly 
erodible according to commonly used cri- 
teria. In other words, the soil texture, the 
slope of the land, and average rainfall and 
wind conditions are such that they don't 
lead to excessive erosion. 


Highly erodible land is not defined in the 
proposed law, and a precise definition will 
be very important. Not everyone agrees on 
how to judge the erosion potential of land. 


So how much land are we really talking 
about if we assume that the sodbuster 
law had been in effect from 1979 to 1981? 


Heimlich: By the two most common defi- 
nitions in use today, about one-fifth of the 
11 million acres would probably have been 
Classified as highly erodible. 


We’re down to slightly more than 2 mil- 
lion acres? 


Heimiich: That's right, maybe 2.3 million. 
But let me remind you that the proposed 
penalty is the denial of farm program ben- 
efits. There is no penalty for converting land 
to uses that do not qualify for these pro- 
grams. The sodbuster law is directed only 
at highly erodible land used to produce crops 
supported by government programs, such 
as the feed grains, wheat and rice, cotton, 
soybeans, peanuts, and tobacco. 


Then the acreage that would have been 
affected gets smaller? 


Heimiich: Of the 2.3 million acres of highly 
erodible land converted between 1979 and 
1981, about 1.9 million acres were planted 
to program crops in 1982. That's 17 percent 
of the newly converted cropland and less 
than one-half of 1 percent of total U.S. crop- 
land 


if owners of this land had participated in 
farm programs—and we don't know for sure 
how many did—the farm program benefits 
would have made a significant economic 
difference on only about 384,000 acres, or 
about one-fifth of the 1.9 million acres 
planted to program crops. 


is this the bottom line? 


Heimiich: Close to it, but we can't be certain 
that the loss of farm program benefits would 
have prevented all this land from being con- 
verted. We have to recognize that there are 
many other reasons besides farm pro- 
grams for people to convert land into crop 
production. 


They may be taking advantage of current 


tax laws, for instance, to shelter nonfarm 
income. Or they may simply be choosing 
a more profitable use for the land. In the 
1970's, many ranchers were squeezed into 
crop production because of high feed costs 
and better income opportunities in crops. 


Would it be reasonable to conclude that 
we're talking about preventing the con- 
version of, possibly, fewer than a third 
of a million acres over a 3-year period, 
based on your 1979-81 data? 


Heimiich: Yes, that would be consistent with 
my analysis, if farm programs and the farm 
economy stayed about like they were in 
that period. 


So do we really need this sodbusting 
law? 





More Than 11 Million Acres Were Converted to Cropland Between 1979 and 1981, 
With the Largest Conversions in the Corn Belt and Northern Plains 


Acreage converted to cropland 


Forest 
 ¥ 


Summer taliow, 
hay crops, 
and other uses 


Wheat and other 
close-grown crops 





Converted to: 


Corn, soybeans, 
and other row 
crops 





Figures are for 1979 to 1981, based on 1982 Nationa! Resources Inventory crop history and land-use data 
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Had the Sodbuster Provision Been in Effect, It Might Have Prevented the 
Conversion of a Few Hundred Thousand Acres 


1.9 million acres 


2.3 million acres 


11 million acres 


Heimiich: That's a public policy decision, 
not one that can be made strictly on the 
basis of economics. It is worth noting that 
sodbusting is perceived to be a problem, if 
not on a national level, certainly in the west- 
ern Great Plains. When you narrow the fo- 
cus down to land on which farm program 
benefits would seem to make a difference 
between profit and no profit, three-fourths 
of the highly erodible, newly plowed crop- 
land from 1979 to 1981 was in the Great 
Plains. 


It is also worth mentioning that this law 
would keep some highly erodible land from 
being plowed up at no cost to the taxpayer. 
The denial of farm program benefits to sod- 
busters might even reduce federal farm 
outlays slightly. 


Are you saying that the benefits of this 
sodbuster legislation are relatively small, 
but it won’t cost us anything? 


Heimlich: | am saying that it’s unlikely that 
this proposal will significantly affect the na- 
tion's overall erosion rate. It will protect some 
highly erodible land from conversion. We 
don’t know exactly how much. In addition, 
there are economic consequences to so- 
ciety from long-term soil degradation and 
from the off-site impacts of wind and water 
erosion. 


Last, but certainly not least, we must rec- 
ognize that this represents a serious ethical 
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Possibly a third of a 
million acres 





issue to many people. They feel that the 
government shouldn't be involved, through 
farm programs, in encouraging farmers, 
landowners, or speculators to plow up frag- 
ile land. To them, the principle alone jus- 
tifies a sodbuster law. 


What about the arguments against this 
law? 


Heimlich: There are those who are con- 
cerned that if we exclude too many pro- 
ducers from eligibility for farm programs, 
we may compromise the effectiveness of 
those programs. There are those who ob- 
ject, in principle, to the idea of using farm 
price and income support programs as a 
‘stick’ to obtain other objectives. There are 
also those who fear that imprecise identi- 
fication of highly erodible land will victimize 
some farmers whose land doesn't really 
have a high erosion potential. 


Finally, there are those who believe that a 
sodbusting law just won't go far enough in 
curbing erosion and taking fragile land out 
of production. Some other proposals are 
more ambitious. 


Such as? 


Heimlich: Under a conservation reserve, 
for example, farmers would be paid to take 
highly erodible land out of production. This 
is the ‘carrot’ approach, but it probably 
shouldn't be viewed as an alternative to a 
sodbusting law. A conservation reserve is 


aimed at land that’s already in crop pro- 
duction, while the sodbuster proposal is in- 
tended to discourage future conversions. 


It is estimated that the conservation reserve 
proposal recently made by the Secretary 
of Agriculture could take up to 20 million 
acres of highly erodibie land out of pro- 
duction. Supporters say the reserve would 
reduce erosion, curb production of surplus 
commodities, and provide some income 
support to farmers willing to piant grass or 
trees on cropland subject to excessive ero- 
sion. 


Of course, a conservation reserve would 
cost money to operate. The tab is put at 
$11 billion over the 10-year life of the pro- 
gram. However, those who support a re- 
serve point out that the cost will be partly 
offset by lower federal outlays for com- 
modity loans and deficiency and storage 
payments. 


So we’re talking about different pro- 
grams to address different, but related, 
problems—future sodbusting and ero- 
sion on current cropland. Which is the 
greater problem? 


Heimlich: Erosion and surplus production 
are the greater problems. In terms of future 
sodbusting, | wouldn't be surprised to see 
some decline in cropland conversion rates. 
The strong demand conditions of the 1970's, 
which generally encouraged cropland con- 
versions, are not likely to recur in the im- 
mediate future. If farm price supports are 
reduced, and market prices remain weak, 
there will be less incentive for cropland con- 
versions. 


But | don’t think that the pressure to do 
something about sodbusting will just fade 
away. Paired with a conservation reserve, 
a sodbusting law could discourage poten- 
tial sodbusters from plowing up new land 
to take the place of acreage entered in the 
reserve. In that sense, the two programs 
would be complementary. 


Also, given today’s large surpluses and weak 
markets, there are strong feelings that Un- 
cle Sam shouldn't be subsidizing farmers 
to bring more land into production, espe- 
cially land that could suffer serious, long- 
term damage from erosion. (1) 
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Who’s Most Vul 


Where do economic problems in farming hit first and hardest in 
rural America? Although there is no defiritive answer, economist 
Bernal Green of USDA's Economic Research Service has come 
up with a way to measure the vulnerability of rural counties. 
Green examined rural counties in detail to define their depen- 
dence on farming. Based on available data for the nation’s 2,443 
rural counties, he singled out 702 counties—the ones that de- 
pend on farm earnings for 20% or more of total labor and pro- 
prietary income. 

Nearly 500 of these “farming dependent” counties also receive 
This suggests, he says, that these counties will face an addi- 
tional adjustment burden if farm programs are scaled back 
through more market-oriented farm policies. 


In potentially the most vulnerable position, according to Green's 
analysis, are 207 rural counties. These counties rely heavily on 
federal farm program payments and depend on farm earnings for 
more than 37% of county income. , 


Green's national map shows where farming dependent counties 
are located and indicates their degree of dependence on farm 
earnings and federal farm payments. “Farming dependent coun- 
ties can be found in about three out of four states, but they are 
most heavily concentrated in the western Corn Belt and Northern 
Plains,” he says. His state maps identify the farming dependent 
counties of North and South Dakota, Nebraska, lowa, and Kan- 
sas. More than one-third of the nation’s farming dependent coun- 
ties are located in these five states. 


“Many of these counties have few alternative industries or re- 
sources to fall back on in times of economic stress in agricul- 
ture,” says Green. “Their populations tend to be small, their eco- 
nomic base is intimately tied to farming, and they are usually 
isolated from major urban areas. Unfortunately, the farming de- 
pendent counties of the Midwest and Great Plains are also in 
areas where farmland values have declined most sharply and 
where the major agricultural commodities are the very ones for 
which prices are most depressed. If the farm economy remains 
weak, we're likely to see more people leaving these counties in 
search of jobs elsewhere.” 
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Farming Dependent Counties in Nebraska 


Farm income as a percent of total labor and proprietary income 
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Farming Dependent Counties in North Dak 


Farm income as a percent of total labor and proprietary income: 
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Farming Dependent Counties in lowa 


Farm income as a percent of total labor and proprietary income. 
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Farming Dependent Counties in Kansas 


Farm income as a percent of total labor and proprietary income: 
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Material provided by Bernal Green, who was 
assisted by Tom Carlin and Peggy Ross of 
the Economic Development Division, Eco- 
nomic Research Service. 


Farming Dependent Counties in South Dakota 


Farm income as a percent of total labor and proprietary income: 
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Why GATT Can’t Get a Grasp 
on Farm Trade Conflicts 


etting up the ground rules for global 

trade—and getting all participants to 
stick by them—may be getting tougher, ac- 
cording to economist Stephen Sposato of 
USDA's Economic Research Service. 


“We've seen a proliferation of trade dis- 
putes in recent months,” he says. “It seems 
that almost everyone is willing to agree to 
the ruies, but few are willing to play by 
them.” 


Sposato is talking about the trade troubles 
encountered under the General Agreement 
on Tariffs and Trade (GATT), an arrange- 
ment that since 1947 has set forth the 
guidelines for world trade. Although en- 
dorsed in principle by a majority of the worid’s 
nations, GATT has had less luck in the 
actual practice of governing global trade. 


Nevertheless, no one is saying that GATT 
should be abolished. 


Even its critics say GATT provides a forum 
where member nations can seek remedies 
in trade conflicts rather than get into dam- 
aging trade wars. 


Analysts can also point to other positive 
accomplishments. 


Agriculture an Exception 

“GATT should be considered a success,” 
says Sposato. “Its achievements in reduc- 
ing tariffs among member nations have been 
notable.” 


He says the problems in agricultural trade 
so far have been exceptions. In fact, GATT 
itself may share some of the responsibility 
for squabbles involving the United States 
and the European Community, for in- 
stance. 


“The problems appear to stem from the 
agreement among member nations to con- 
sider agriculture as a special case,” Spo- 
sato explains. “Signatory nations permitted 
export subsidies for primary agricultural 
commodities and exempted agriculture from 
some of the other trade rules. All parties 
agreed to this in the late 1940's and 1950's.” 


Special treatment for agriculture was a con- 
dition of U.S. support for the GATT agree- 
ment. The U.S. farm programs of the 1930's 
had supported U.S. commodity prices at 
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relatively high levels through government 
purchases of farm surpluses and land con- 
servation programs. The United States, and 
several other nations, used export subsi- 
dies to move their agricultural surpluses 
into world markets, Sposato notes. 


“In the 1960's, the United States modified 
its farm price support system to allow 
its farm exports to trade at world prices for 
most commodities,” he says. Further mod- 
ifications toward a more market-oriented 
farm policy have been proposed in the Ad- 
ministration’s 1985 farm bill. The world trade 
environment has changed significantly, with 
greater competition and slower growth in 
the 1980's. 


“Many countries have increased their ag- 


ricultural output, causing markets to decline 
and competition to increase,” Sposato says. 
“Because of these conditions, agricultural 
trade subsidies have become a particularly 
contentious and difficult problem.” U.S. 
government officials and representatives of 
several other trading nations contend that 
the GATT exemptions are now frequently 
being abused—that some exporters are vi- 
olating the principles of GATT in the way 
they use export subsidies to increase their 
trade. 


An attempt was made to redefine the GATT 
exemption for primary agricultural products 
during the Tokyo Round of multilateral ne- 
gotiations held from 1973 to 1979. “It was 
agreed that such subsidies should be al- 
lowed only if they did not undercut world 
prices and result in more than an equitable 


share of the market for the country in ques- 
tion,” says Sposato. 


Too Loosely Defined 

This agreement on what has come to be 
known as the subsidies code, however, did 
not solve the problems. Sposato explains 
that the subsidy rules are defined too loosely, 
making their interpretation a matter of con- 
troversy. “This is why the United States has 
insisted that the problems involved in the 
subsidies code for agriculture be raised in 
a new round of multilateral GATT negoti- 
ations.” 


At the May 1985 summit of the seven major 
industrialized democracies in Bonn, West 
Germany, an agreement was reached to 
continue preparatory work for a new mul- 
tilateral round of negotiations. Contrary to 
U.S. wishes, however, no specific date was 
set. 


“Failure to agree on acceptable rules for 
commodity trade can only be harmful to 
both sides,” says Sposato. “Without some 
progress in the subsidies area, trade dis- 
putes seem destined to increase.” 


That's certainly the case with the United 
States and the EC. 


“Trade conflicts with the EC have arisen in 
GATT for practically every major commod- 
ity that the EC exports,” says Sposato. “Most 
of these conflicts involve the United States 
as one of the plaintiffs, but frequently not 
the only one.” 


In the United States, the “usual course of 
an export complaint begins with a petition 
requesting the U.S. Trade Representative 
to remedy unfair foreign trade practices.” 
If the matter cannot be resolved in bilateral 
talks, a GATT panel may be formed to re- 
view the situation. 


“If it finds favorably on behalf of the nation 
bringing the action, the panel can then make 
recommendations to amend the trade prac- 
tice in question,” says Sposato. 


No GATT Sanctions 

However, GATT provides no sanctions to 
enforce panel recommendations—other 
than for the “injured” nation to withdraw 
from the offender an equivalent amount of 
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Despite its drawbacks, GATT seems to offer the best hope for an open and balanced global trading system. 


trade concessions as compensation. And 
that’s easier said than done. 


“Few nations are willing to accept inter- 
national sanctions,” Sposato says, “and the 
United States is no exception.” 


Some of the problems posed by the lack 
of a GATT enforcement arm are evident 
from previous cases. 


“Earlier cases against the EC were brought 
by the United States on wheat flour, poultry, 
pasta, and canned fruit and raisins,” says 
Sposato. Sugar exporters such as Australia 
and Brazil, along with the United States, 
have brought several petitions against EC 
sugar policy and subsidies. The results of 
these cases have been indecisive. 


On wheat flour, a GATT panel ruled fa- 
vorably for the EC. It noted that although 
the EC had used export subsidies to in- 
crease its share of world wheat flour trade, 
no clear finding of violation could be made 
under the provisions of the subsidies code. 


“This decision underlined the difficulty of 
applying the code, which offers only vague 
standards for determining what amounts to 
a more than equitable share of world trade,” 
says Sposato. 


On sugar exports, the panel ruled in favor 
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The GATT Treaty was signed in 1947. Early multilateral rounds of negotiations at Geneva (1947); Annecy, France (1949); Torquay, 
England (1950-51); and Geneva (1955-56) lowered tariffs and helped liberalize trade. The Dillon Round (1960-61) succeeded in 
further reducing tariffs and was also the first time the EC negotiated as a single entity. In the Kennedy Round (1963-67), participat- 
ing nations eased the way for greater agricultural trade by agreeing on trade concessions. The Tokyo Round (1973-79) continued 
tariff reductions and market-opening quota concessions. Two major increases in petroleum prices in 1973 and 1979 appear to have 
had the largest negative effect on trade during the period 


“The index of agricultural trade is not available before 1952-53 








of the United States. The EC then modified 
its policy and announced that the new pol- 
icy no longer violated GATT. The sugar 
exporters subsequently refiled their petition 
because they saw no substantive change 
in EC policy. 


Little progress has been apparent in the 
poultry case either, aside from several 
meetings between the feuding parties—the 
United States, Brazil, and the EC. In the 
U.S. case against EC subsidies for canned 


tS A a RE A 
Trade conflicts with the EC 
have arisen in GATT for 
practically every major 
commodity. 

SE A TT TTR EI SS 
fruit and raisin production, the panel with- 
drew its first report for revision. 

Finally, the pasta case illustrates the frus- 
trations of working through GATT, says 


Sposato. In that case, the panel found that 
EC subsidies for its durum wheat were in- 
consistent with the subsidies code, but EC 
objections have blocked adoption of the 
report by the GATT council. 


Other Cases Frustrating 
The outcome of other cases has also proven 
frustrating. 


“Often a GATT panel is unable to come to 
a firm recommendation following the pro- 
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visions of GATT,” Sposato says. And in 
cases where a panel can reach a conclu- 
sion, the consensus adoption of the report 
by the GATT council can be the stumbling 
block. This can happen by the “guilty” party 
blocking the report's adoption and thus 
avoiding its consequences. 


“In either case, international trade rules un- 
der GATT become difficult to enforce ex- 
cept through direct negotiations between 
the contending parties,” he says. 


Occasionally, such face-to-face meetings 
end with positive results. A petition brought 
by the U.S. Rice Millers Association against 
Taiwan resulted in the elimination of Tai- 
wanese export subsidies for rice in early 
1984. 


In agricultural trade, however, the recent 
successes through GATT have been too 
few and too infrequent to avoid trade con- 
flicts, says Sposato. 
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International trade rules 
under GATT become difficult 
to enforce. 


Consistent with provisions laid down in 
GATT, a number of U.S. laws allow for 
countervailing duties or quotas to protect 
U.S. producers from unfair competition in 
domestic markets. Ar international body 
could protect U.S. producers from unfair 
competition in foreign markets, but only if 
its member nations allow it to work. 


One alternative is that the United States 
respond with actions of its own to protect 
its markets. The Export Enhancement pro- 
gram represents such a response. The pro- 
gram, announced in May, provides up to 
$2 billion in Commodity Credit Corporation 
stocks to U.S. exporters to expand sales 


of American farm products in targeted for- 
eign markets. U.S. policymakers contend 
that they have taken the action as a last 
resort only because other channels, such 
as GATT, have failed to resolve U.S. trade 
compiaints. 


“The difficulty of judging complex trade 
matters, the political interests at stake, and 
the reluctance to impose sanctions all make 
GATT a frustrating forum for resolving trade 
disputes,” says Sposato. “Even so, trade 
wars are not an appealing alternative. GATT 
is the only framework we have that offers 
the potential for an open and balanced trad- 
ing system.” (1) 


[Based largely on information provided by 
economist Stephen Sposato of the Inter- 
national Economics Division, Economic 
Research Service, with additional infor- 
mation provided by economist Ted Wilson, 
also of the International Economics Divi- 
sion.] 














U.S. Trade Sanctions Add 
to Nicaragua’s Troubles 


icaragua will feel the sting of U.S. trade 

sanctions imposed this spring, say an- 
alysts who monitor events in Central Amer- 
ica. 


They add, however, that the response of 
Europe, Canada, Mexico, Brazil, and the 
Soviet bloc to Nicaragua's appeals for aid 
may determine how seriously the country’s 
economy is affected. 


“Without some additional help, the already 
troubled Nicaraguan economy could be hurt 
badly,” says economist Nydia Suarez of 
USDA's Economic Research Service. 
“Nicaragua is about as close to bankruptcy 
as any nation can get. Its foreign debt 
amounts to $4.6 billion, and it hasn't made 
either principal or interest payments since 
1983. Inflation is running at an estimated 
rate of 100 percent a year. Agricultural pro- 
duction hasn't yet recovered to 1979 lev- 
els.” 


It is in the area of agriculture, particularly, 
that the impact of the U.S. trade embargo 
may be most difficult to shrug off. The em- 
bargo was imposed on May 7 by President 
Reagan. In a message to Congress, Rea- 
gan said he had taken this action “in re- 
sponse to the emergency situation created 
by the Nicaraguan government's aggres- 
sive activities in Central America.” 


The embargo prohibits imports into the 
United States of all goods and services of 
Nicaraguan origin and all exports from the 
United States destined for Nicaragua. 


Feeling the Loss 

“Nicaragua will feel the loss of the United 
States both as a market for major agricul- 
tural exports and as a supplier of farm in- 
puts,” says Suarez. 


The total value of U.S. agricultural imports 
from Nicaragua was $47 million last year 
and $81 million in 1983. These are small 
sums by U.S. standards, but not by Nica- 
raguan standards. 


The United States has been the single big- 
gest buyer of Nicaragua’s farm products, 
taking 20 to 27 percent of the country’s total 
agricultural exports. The major items were 
bananas and plantains (a banana-like fruit), 
beef and veal, coffee, and sugar. 
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“Alternative buyers for Nicaraguan beef and 
bananas will not be easily found,” says 
Suarez. U.S. imports of these two com- 
modities combined were valued at more 
than $33 million in 1984. 


The United States had already cut its im- 
ports dramatically because of political dis- 
agreements. The 1984 U.S. sugar quota 
for Nicaragua was reduced by nearly 40,000 
metric tons (to less than 6,000 metric tons) 
and assigned to other Central American 
countries. The United States had been buy- 
ing nearly all of Nicaragua’s sugar exports, 
but the U.S. share fell to 6 percent last year. 


With the embargo, Nicaragua may not only 
lose what remains of the U.S. market for 
its agricultural products, but it may also lose 
direct access to American goods, espe- 
cially farm inputs. 


An Agricultural Economy 

“Nicaragua's economy is based on agri- 
culture, and agricultural exports make up 
some 85 percent of the country’s total ex- 
ports,” says Suarez. “Its already dimin- 
ished capacity to produce food, feed, and 
fiber could be further reduced by temporary 
halts in the flow of fertilizers, farm machin- 
ery, and other farm inputs.” 


She adds that about 90 percent of potash, 
80 percent of phosphate, and 40 percent 
of nitrogen fertilizers used in Nicaragua have 
been obtained from the United States. 


Nicaragua should be able to find other sup- 
pliers of fertilizers and farm machinery. 
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These sources include Mexico and Vene- 
zuela for nitrogen, the USSR and others 
for potash, North Africa for phosphate, and 
Japan, Germany, and the USSR for farrn 
machinery. 


According to economist Suarez, any impact 
on the United States will be mild at most. 


“There should be little or no effect on U.S. 
supplies or prices of imported farm prod- 
ucts, such as bananas,” she says. “We 
have many alternative sources, and Nic- 
aragua is not one of our major suppliers.” 


Nor, she says, is the U.S. embargo likely 
to have a significant effect on U.S. sales 
of farm equipment or farm inputs because 
U.S. exports to Nicaragua are already at 
such low levels. 


No Pinch for U.S. Industries 

“While certain farm machinery, agricultural 
chemical, or seed companies will regret the 
loss of current contracts with Nicaragua, 
U.S. farm input industries overall are not 
likely to feel pinched by the loss of this very 
small market,” says Suarez. 


She also terms as “inconsequential” the 
loss of the Nicaraguan market for U.S. farm 
commodities. 


“The United States exported only $15 mil- 
lion worth of agricultural commodities to 
Nicaragua last year,” says Suarez. “That's 
well within the range of normal year-to-year 
variations in our sales to other small Central 
American markets. 


And, she adds, it is possible that some 
American exporters will be compensated 
by the U.S. government for any loss. 


“If it is determined that the embargo pro- 
tection provisions of the 1981 Farm Bill le- 
gally apply to the trade sanctions on Nic- 
aragua,” she says, "U.S. exporters of grain 
sorghum seed, raw oats, and various dried 
beans might be eligible to receive com- 
pensation for their loss of the Nicaraguan 
market.” (1) 


[Based largely on information provided by 
economist Nydia Suarez of the Interna- 
tional Economics Division, Economic Re- 
search Service.] 
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AGRICULTURAL ROUNDUP 


Record-Setting 
Textile Imports 


U.S. textile imports set another 
record last year. 


Cotton textile imports accounted 
for 37 percent of the total amount 
of cotton used in consumer goods 
sold in the United States. Accord- 
ing to USDA economist Ed Glade 
of the Economic Research Serv- 
ice, the amount of cotton in im- 
ports was equivalent to about 3.1 
million bales of domestically pro- 
duced cotton. Just 2 years earlier, 
Glade says, imports represented 
29 percent of domestic cotton use, 
or the equivalent of about 1.9 mil- 
lion bales. 


If textile imports continue to in- 
crease, he adds, this might force 
more American textile plants to 
close their doors. 


While all this is bad news for the 
American textile industry, some 
analysts speculate that increased 
cotton textile imports will mean an 
increase in U.S. exports of raw 
cotton. Glade, however, points out 
that while raw cotton exports may 
increase slightly, most U.S. cotton 
textile imports originate in coun- 
tries that purchase little or no raw 
U.S. cotton. 


Last year, an estimated 65 percent 
of cotton textile imports were 


shipped from countries that took 
only about 10 percent of tota! U.S. 
raw cotton exports. And more than 
35 percent came from countries 
that purchased no U.S. cotton at 
all. 


Where were all these textile im- 
ports manufactured? By far, our 
largest supplier, Glade says, is 
Hong Kong, the tiny British crown 
colony that will eventually be re- 
united with its giant northern 
neighbor, China. In 1984, Hong 
Kong shipped more than 280 mil- 
lion pounds, the equivalent of 
583,000 bales, of cotton textiles to 
the United States. This repre- 
sented nearly 20 percent of the 
1.5 billion pounds in total U.S. cot- 
ton textile imports. 


China, Korea, and Taiwan ex- 
ported a combined total of 454 mil- 
lion pounds to the U.S. market, 
while other countries in Asia and 
Oceania accounted for the equiva- 
lent of 444 million pounds of cot- 
ton. During 1984, over 80 percent 
of all U.S. cotton textile imports 
originated in Asia and Oceania. 


U.S. imports from Western Hemi- 
sphere countries also rose last 
year, and shipments from Western 
Europe more than doubled from 
the equivalent of 29 million pounds 
to nearly 59 million. 





Will increased cotton textile imports mean an increase in U.S. 
exports of raw cotton? 


Major Suppliers of Cotton Textiles to the U.S. Market 











Raw cotton 

equivalent of imported textiles 
Country of Origin 1982 1983 1984 

in thousands of pounds (000) 
Hong Kong 235,355 289,504 280,310 
China 135,192 165,533 200,235 
Taiwan 91,011 119,668 146,931 
Korea 49,844 73,377 106,496 
Pakistan 50,357 62,283 68,734 
India 35,135 41,861 68,734 
Western Hemisphere’ 105,346 122,788 183,118 
Western Europe?” 25,755 29,453 58,718 
World total 897,182 1,121,337 1,465,475 





‘includes Canada, Mexico, El Salvador, Jamaica, Haiti, Dominican Repubiic, 
Colombia, Peru, and Brazil. *includes the United Kingdom, ireland, France, West 
Germany, Switzerland, Spain, Portugal, and Italy. 
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REPORTS IN THE NEWS 


Selling Before the 


Harvest 

Selling the crop after the harvest is 
only one marketing strategy avail- 
able to farmers. Some farmers 
have found additional flexibility and 
higher average returns by selling 
ahead 


The idea of forward selling to lock 
in a price or a buyer is appealing, 
and many farmers sign cash 
forward contracts with grain eleva- 
tors, other handiers, and proces- 
sors. However, the special require- 
ments and risks of futures and 
option contracts discourage most 
farmers from using these market- 
ing methods 


A new Economic Research Serv 
ice report reviews the advantages 
and hazards of cash forward con- 
tracts, futures contracts, and com- 
modity options. The authors dis- 
cuss each of these marketing 
tools, and they offer the following 
suggestions 


@ identify your alternatives for pro- 
duction and contracting 


@ Estimate your production costs. 


@ Estimate your prospective re- 
turns based upon available for- 
ward prices and anticipated price 
levels 


@ Evaluate your price risk, output 
risk, and the risk-bearing capacity 
of your farm business 


Development a 
Consequences of 
Unrestricted Trade 





e if futures transactions are in- 
volved, evaluate the basis risk and 
arrange for financing of margin 
calls. 


@ in cash forward contracts, eval- 
uate the risk that the buyer may 
default. 


@ In option contracts, evaluate the 
cost for buying a put (sell) option 
in light of production costs and 
output risks. 


@ Contract for inputs and outputs, 


and carry out your production plan. 


Following these common-sense 
steps is easier said than done, but 
the authors offer some helpful tips. 
Their report also includes brief 
sections on where to obtain infor- 
mation on current market condi- 
tions, market prospects, and long- 
term marketing strategies. 


Farmers’ Use of Cash Forward 
Contracts, Futures Contracts, 
and Commodity Options by Allen 
Paul, Richard Heifner, and J. 
Douglas Gordon. (Published May 
1985; 28 pages; GPO Stock No. 
001-019-00386-3; $1.50.) 
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The Case for Free 
Trade 


If international trade were free 
from the fetters of restrictive poli- 
cies, the result would be a more 
robust global economy in the long 
run, with benefits for both devel- 
oped and developing countries. 


That's the view of economist 
Thomas Vollrath of USDA's Eco- 
nomic Research Service, who re- 
cently examined the potential ad- 
vantages of a world where trade 
flows freely. 


“Open trade is a catalyst to eco- 
nomic growth because it un- 
leashes market forces which pro- 
mote development,” he says. 


Among the benefits to an individ- 
ual country are improved resource 
use, additional economies of 
scale, more innovation, wider diffu- 
sion of modern technology, lower 
domestic commodity prices, and 
increased commercial availability 
of a wider variety of consumer 
goods. 
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“Unrestricted trade highlights a 
country’s comparative advantage. 
American wheat and Brazilian cof- 
fee are examples of the advan- 
tages of specialization and ex- 
change based upon comparative 
resource endowments.” 


Brazil, says Vollrath, has a rela- 
tively high ratio of land to capital 
and a climate and terrain condu- 
cive to coffee production. The 
United States, by contrast, has a 
relatively high ratio of capital to la- 
bor and possesses the central 
Great Plains, an area well suited 
for wheat production. 


The lesson to be learned here, 
says Vollrath, is crucial to future 
U.S. economic interests. “The 
trading relationship the United 
States establishes with other coun- 
tries will strongly affect growth, not 
only abroad, but throughout the 
U.S. economy and most notably in 
agriculture.” 


Developmental Consequences of 
Unrestricted Trade by Thomas 
Vollrath. (Published May 1985; 12 
pages; GPO Stock No. 001-019- 
00391-0; $1.00.) 
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Monthly Price Monitor 


USDA's June index of farm prices was 
unchanged from May but was 10% below 
its year-earlier level. Corn prices declined 
4¢, while wheat dropped to $3.38 per 
bushel, almost 40¢ below the price at the 


start of the year. Soybeans slipped to 
$5.69, the lowest since January 1983. 
Cotton edged below 60¢ a pound, and 
lettuce slipped below $3 per carton. In 
the meat animals area, broilers topped 
55¢ a pound for the first time this year. 


Choice steer prices fell for the sixth 
straight month to $56.69 per cwt, and 
utility cows dropped below $40. Barrows 
and gilts jumped to $46.90 per cwt—up 
$3.56 from May. All prices shown are 
monthly averages. 
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FOOD FOR THOUGHT 


That's what a reader finds in the NATIONAL FOOD REVIEW. 
Articles written by leading food analysts in USDA’s Economic Research 
Service make this quarterly magazine important reading for those with 
a special stake in the U.S. food system. And that includes just about 
everyone 





Written in clear, nontechnical language, NATIONAL FOOD REVIEW 
articles keep a wide range of readers—university economists, business 
executives, consumers, and hundreds of journalists who often base 
stories on NFR articles—informed of developments in food prices, prod- 
uct safety, nutrition programs, consumption patterns, food processing, 
food regulations, and other food-related topics. 


The cost for NATIONAL FOOD REVIEW is $11.00 a year ($13.75 
foreign addresses). Make checks payable to SUPERINTENDENT OF 
DOCUMENTS. 


To subscribe, send your check or money order to: NATIONAL 
FOOD REVIEW, SUPERINTENDENT OF DOCUMENTS, U.S. 
GOVERNMENT PRINTING OFFICE, WASHINGTON, D.C. 20402. 





